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port of the directors 


TO THE SHAREHOLDERS: 


The financial statements, together with the report of the auditors, for the year ended 
December 31, 1965, are submitted herewith, showing the financial position and earnings of the 
company for the year under review as compared with the previous year. The following are the 


highlights: 
1965 1964 
NSE SRIOS -<.. Socteeceaieueee ie ee ees stn ces ce oe oe $3,144,077 ~ $3,504,747 —_ 
Profit before depreciation and profit sharing ........ 180,514 405,796 
IPOPTOTIATION | sscoceseideccosesvccauee Per atecee see eee 119,806 99,786 
PORE SMATING i. cinco keeles eetaateakeerce te eae eee 9,106 76,803 
Net: profit: before: taxes earn eee 51,602 229,207 
Net; protit-after: taxes ceca es chet eoee ice 51,602 — 182,105~ 
Earnings per Class AU SWare. <cicc..s-.sccsscsssaecotoentenens 1.72 ~ 6.07 ~_ 
Leone veri debt sic ou tie coat Oar 400,880 484,700 
Working Capital one eee eee 622,349 588,866 
Working ‘capitals patio tc. enc eee es 1.83-1 1.81-1 
two 


% increase 
(decrease) 


(10) 
(56) 

20 
(88) 
(77) 
(72) 
(72) 
(17) 

6 

il 


Due to a disappointing spring season for our customers, sales declined during the second 
quarter, and as a result of chaotic price conditions during the year sales continued well below 
forecast. It was not until late in the final quarter that a reversal of this trend became evident. 
The lower sales and the unusually heavy research and development expenses were the major 
causes of the reduction in profits. 


Receivables were substantially below last year as a result of lower sales volume. Reflect- 
ing the greater diversification of the company’s products and efforts to maintain a supply of each 
adequate to service the needs of our customers, inventories at the year end were at a higher level 
than in prior years. 


There were no major capital expenditures during the year, the total being $74,606, com- 
pared with $229,139 in 1964. The company’s main effort was directed toward perfecting the opera- 
tions of its new extrusion plant, and the completion of development programs initiated in 1964. 
The benefits of these are starting to appear in our current operations. The principal objective for 
1966 is to make full use of recent additions and improvements to the plant to improve profit 
margins. 


During November, a new contract was signed covering wages and other employee bene- 


fits for the period ending December 31, 1968. Management appreciates the loyalty and support of 
all employees during what has been a difficult year. 


On behalf of the Board, 


JOHN S. DEACON, 
President. 
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STATEMENT OF INCOME 
Year ended December 31, 1965 
(With comparative figures for 1964) 


1965 
Sa@leS, “TOE ciccssssacococessscoercetmurvaresscoverenneenenes teas teea tenes en ee eer eetrs $3,144,077 
Cost: Of SHIGE .ccncevecscapvnccteasetccvescaetouavns cence cereel uetne saree erat tate tes 2,737,437 
GOSS “PRAT SING A iatesce-eeneeaa tou oenee merece eee oem Cer eet eee aes 406,640 
Selling’ and administrative expenses i. rere es setae 178,297 
DIP OCTOTS oe TOCS © ores cccrctasssesatessk-tar ene scacser erent Cisestere ee tree 2,200 
Interest ‘on long-term liabilities s “awe care ee 40,800 
Financing EXPENSES AMOLIZE cecccececestorsssceaceeesesceavaaieteeeenrerees 3,389 
224,686 
Income before undernoted 1t6mMs 2o.iceccecccc-cedccscss,<-cesce seus seeecceees 181,954 
DOPTOCTALION (cro. srovesssenacss cat cnsecateerts aices ole acre acetone tomer nerieaeeeete 119,806 
Losston’ disposal’ Of fixed: ass@ts iiks...sestincaraecceen-tacce eee 1,440 
121,246 
Net income before profit sharing and taxes ............ccccccceeeeeee 60,708 
Contribution to employees’ profit-sharing 
ANd PENSION DUAN. <-..5svassuctes aware revasccncnedsscoecacs euseer eee ee eee 9,106 
Income before undernoted taxes. ...c.... cucu: ese 51,602 
Taxes On, INCOME, (NOE) vssasssacenrcessecntencceaeees eee ee — 
Netsincome -fO9. VA 8 asain sorrccstccte ccs steer een edaese eee oncces ene $ 651,602 


STATEMENT OF RETAINED EARNINGS 
Year ended December 31, 1965 
(With comparative figures for 1964) 


1965 
Retained earnings at beginning Of year ............cccecccessseseeeeees $ 464,090 
Add: .Net ‘income “for year ee ee 51,602 
Adjustment of prior years’ income tax proViSiONn ...........066 47,102 

562,794 
Deduct Dividends on -Class: Avshaves iiroccsce essences snrcte ares 30,000 
Retained earnings at end Of year ..........cc cc ceeeesssseeeseseeeeeeeeeeeess $ 532,794 


four 


1964 
$3,504,747 
2,875,707 
629,040 
189,418 
1,600 
23,395 
2,690 
217,103 
411,937 


99,786 
6,141 


105,927 
306,010 
76,803 


229,207 
47,102 


$ 182,105 


1964 


$ 304,485 


182,105 


486,590 
22,500 


$ 464,090 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


Year ended December 31, 1965 
(With comparative figures for 1964) 


1965 
Funds made available: 
By operations: 
PaRtMIC ODIO ZLOERY CAL isn csascstaleceriteest cameo crete conesaeteoeenionessnee $ 51,602 
Add: Expenses which do not involve an 
outlay of funds: 
COG ACO asso res as clcc sea aeersccdees cies Wes ecbuadans uosavanussns 119,806 
Hinaneing expenses Amortized: ecarasis.seteiasestensccessetees 3,389 
OSSEON CIS POSAlHOL TIXCO-ASSELS. .ihvetessccccnevens soccencsonersees 1,440 
176,237 
PPEOCCCUSITOM) SAlC OL-1IXEC ASSELS 5...-0<.cresosesesssesnasenaeoseaeesson 110 
Additional loan from Industrial Development Bank ........ 23,140 
Sere mO COMMING 1T Pe SIATCS. ioe, ccs sesiicceonasindcvereteovsestesssuoserconacacests — 
Adjustment of prior years’ tax PYLoOViISiION ................ccseseeeee 47,102 
246,589 
Funds applied: 
Payments OF long-term liabilities: ...c..cccccrcsssasesesesevssseeanneoee 107,160 
(Decrease) increase in principal instalments 
PIUOMIN IE IIR ONC Y COT ari oc cissnnscsdeteseectessonsosnces sod veeaietnsderss4s ( 200) 
106,960 
WIC HORSE Wl CETCETCG CATES: secsncsciicscnsvcncsesscaceeasntavevsisescsesess 1,540 
PCC ELIOUGHEO BIER COPAGSELS criss cises toteseclesssiies sieved ccswecessecaewsnasonaes 74,606 
MPT VIGO S TOMO IASS ON SHALOS 2.52 .c0ccc.scvcsesteccosesecibeicccoubaucseooes 30,000 
213,106 
Resulting increase in working capital .0................cccecessssseseees 33,483 
Working capital at beginning of year ou............ccccccceessseeeee 588,866 
NV OPRING -COpILAE A6°CNG Ol VOAT 42.2 ccccassesccsstecerceaedaceerserwaconne $ 622,349 
——e (0) —- 
GTN ig FES TTS ae sap SOR esa AA OS re ANE pe Ce 1,367,934 
ET er me TUE LOS oreo ccsncotceecaiu sede tresveassasnscesenivecreocacdecsbe 745,585 


$ 622,349 


1964 


$ 182,105 


99,786 
2,690 
6,141 
290,722 
305 
270,500 

30,000 


591,527 


38,120 
58,000 
96,120 


229,139 
22,500 


347,759 


243,768 
345,098 


$ 588,866 


1,307,446 
718,580 


$ 588,866 
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STATEMENT OF FINANCIAL POSITION, December 31, 1965 (With comparative figu 


ASSETS 
Current Assets: 


Accounts receivable, less allowance for 
doubtiul “accounts: 2 aecatascccmtoerc ee eer reece 


Income taxes *recOverable eciccccsccccesrveeressceseeeerene creas eee 
Subscriptions receivable, comMOn ShAFLes ...........scesecssseeeees 
Inventory, at the lower of cost and market ...........cccccceeees 


PLEPAld:- EXPENSES + vescevceecenscctceconccecccuacteoveceetterrss si puree ees peteaeeee 


Fixed Assets, at replacement values as of April 10, 1928, 
as per appraisal of Dominion Appraisal Co., Limited, 
with subsequent additions at cost: 


Bugildivie sy Acc aearsee eres ns Biases dash aera co eee 


Machinery and GQuipMent ..ccc.cccsccssscpecessesesunccesateateeee meena 


Less Accumulated Gepreciation. ...:.....cocsscssessccsossssrssecssensgssrs 


Deferred charges to OperatiOns ...............scsccsscscesesecececeeeeeeeeenees 


S1X 


1965 1964 
$ 525,019 $ 620,133 

6,400 oe 
a 23,000 
772,965 610,048 
63,550 54,265 
1,367,934 1,307,446 
6,600 6,600 
348,809 348,809 
1,194,806 1,122,391 
1,550,215 1,477,800 
918,479 799,314 
631,736 678,486 
9,589 11,438 
$2,009,259 $1,997,370 


The accompanying notes on page eig 


Approved on ] 
J. S. DEACON, director 


This is the balance sheet referred t 
Janua 


THORNE, MULHOLLAN 


-ated under the laws of Ontario) 


; at December 31, 1964) 


LIABILITIES 


Current Liabilities: 


Bankvadvances, secured (note 1)! ....cccssécicheccsscanssnatsensecoccesenss 
Accounts payable and accrued CXPeNSeS ........cccccccessssseserees 
PDs CORIO SE AV ADI tienes scccccvaeseeaneccevsons ss cotweasessccececoucsssnetdesseedeeses 
HiT OMPC mL XES DAN OIC: 01... cisetssestuvasexscvannenescatsusescccessencunssseseous 
Principal instalments due within one year on 

POM CSCC EMG LEA DE ILICS a1. ciscssesaecsscedee toc sterscctoseoecee vhasusaseeecsooadees 


Long-term Liabilities: 
642% First mortgage sinking fund bonds, Series A, 
GUCBSEDLEIMDeT 11.0.5 10 7am NOC: 2) Whestite.,deaeddeosecceoucecesent: 
71%4% Industrial Development Bank loan due 1969 ........ 


Less Principal instalments due within one year included 
UMGETMCULTOCMD MITA DIILICS vcccccctshscesrceccsystoessacssctereseensueeeeets 


4 RECT) dW THESE G8 (C= bt nL tS A ea ra 


1965 
$ 825,112 
313,450 
63 


106,960 


745,585 


120,000 
387,840 


507,840 
106,960 
400,880 


1,146,465 


SHAREHOLDERS’ EQUITY 


Capital Stock: 
Authorized: 
30,000 Class A $2.00 cumulative participating 
shares without par value 
100,000 common shares without par value 
Issued (notes 3 and 4): 
30,000 Class A Shares 
26,000 Common Shares } 
Retained Earnings 


POOSHOHOOHOGTHOTOO OOOO ODO OOH OO OOOH OOOO OOOO OOP OHO OOOOOHOHOH OO O99 8000000 


» an integral part of this Statement. 
of the Board. 
S. E. EDWARDS, director 


ir report to the Shareholders, dated 
1966. 


YWSON & McPHERSON, 
Chartered Accountants. 


$2,009,259 


330,000 
532,794 


862,794 


1964 


$ 108,085 
449,045 
7,563 
46,727 
107,160 


718,580 


130,000 
461,860 


591,860 
107,160 
484,700 


1,203,280 


330,000 
464,090 


794,090 


$1,997,370 
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NOTES TO FINANCIAL STATEMENT 
Year ended December 31, 1965 


1. Security for Bank Loan: 
Accounts receivable and inventory are pledged as security for bank advances. 


2. 644% First Mortgage Sinking Fund Bonds: 
The company is required to redeem $10,000 of bonds in each of the years 1966 to 1972. 


3. Arrears of Class A Dividends: 


Dividends on Class A shares have been paid to May 15, 1954, and arrears at December 
31, 1965, amount to $23.25 per share. 


4. Restriction of Dividends: 


The company shall not, without the prior consent of Industrial Development Bank, de- 
clare or pay dividends on its common shares, and it shall not pay dividends in any year 
on its Class A shares unless available funds (defined as net profit before depreciation, 
but after income taxes) for the previous year exceed $160,000, and then only to -the 
extent of $90,000. 


5. Taxes on Income: 


Taxes on income for the current year would have been approximately $20,000 except that 
it is the company’s intention to claim for tax purposes capital cost allowance in excess of 
depreciation provided in the accounts. 


Accumulated tax reductions applicable to future years are approximately $24,000. 


AUDITORS’ REPORT 


TO THE SHAREHOLDERS OF 
RIVERSIDE YARNS LIMITED: 


We have examined the balance sheet of Riverside Yarns Limited as at December 
31, 1965 and the statements of income and retained earnings for the year ended on that date. 
Our examinations included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circum- 
stances. 


In our opinion the accompanying balance sheet and related statements of income 
and retained earnings present fairly the financial position of the company as at December 
31, 1965 and the results of its operations for the year ended on that date, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the pre- 
ceding year. 


Our examination also included the accompanying statement of source and applica- 
tion of funds which, in our opinion, when considered in relation to the aforementioned state- 
ments, presents fairly the changes in working capital of the company for the year ended 
December 31, 1965. 


THORNE, MULHOLLAND, HOWSON & McPHERSON, 
Chartered Accountants. 
Toronto, Canada, 
January 31, 1966. 
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PROFIT and L055 


Thousands of dollars 


200 200 
150 150 


100 100 


a0 a0 
0 0 
a0 a0 


100 100 


Hiiaeetee die Se ude Be bh G2 oy 4 OS 


NOTE—No allowance for depreciation was made 
in the company’s books for the year 1955. 
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YARN SALES 
FABRIC SALES 
SALES IN MILLIONS OF DOLLARS 
J J 
d d 
0 0 
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Six Year 
Financial Summary 


See Overleaf 


SIX 


YEAR FINANCIAL SUMMARY 
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INCOME AND EXPENSE 1965 1964 1963 1962 1961 1960* 
Sales $3,144,077 $3,504,747 $2,505,176 $2,440,094 $2,132,610 $1,710,831 
2,737,437 2,875,707 2,113,685 2,072,878 1,861,344 1,484,599 
Gross Margin 406,640 629,040 391,491 367,216 271,266 226,232 
Selling and Administrative Expenses 178,297 189,418 191,942 167,322 128,950 142,515 
IDinectorSmebleesieccrcrserssstsrcsrrecsssrcsees: 2,200 1,600 1,400 1,400 2,400 1,300 
Interest on long-term liabilities .. 40,800 23,395 25,918 19,299 10,966 11,546 
Financing expenses amortized 3,389 2,690 4,831 2,727 1,434 1,464 
224,686 217,108 224,091 190,748 138,750 156,825 
Income before undernoted items ............ 181,954 411,937 167,400 176,468 132,516 69,407 
Profit or (Loss) on sale fixed assets . (1,440) (6,141) 14 (268) (3,550) (193) 
Depreciation 119,806 99,786 99,069 94,888 63,573 50,403 
121,246 105,927 99,055 95,156 67,123 50,596 
Net Income before Profit Sharing and Taxes .....cccscsccscscssssesseseesstseeesscesess 60,708 306,010 68,345 81,312 65,393 18,811 
Contribution to Employees’ Profit Sharing and Pension Fund 9,106 76,803 10,252 12,197 9,809 2,822 
Net Income before Taxes ........::cscscecsssssscceccescsessescssensneses 51,602 229,207 58,093 69,115 55,584 15,989 
Taxes on Income ...........-. — 47,102 — = = = 
Net Income for year .... $ 51,602 $ 182,105 $ 58,093 $ 69,115 $ 55,584 $ 15,989 
*First year of operations following sale of Fabrics Division 
FINANCIAL AND OTHER INFORMATION 1965 1964 1963 1962 1961 1960 
Working Capital 622,349 588,866 345,098 273,019 212,983 211,681 
Working Capital Ratio 1.83-1 1.81-1 1.59-1 1.56-i 1.53-1 1.77-1 
ILO aye ieyTe IDS cccocececeremencnennonenncens 400,880 484,700 310,320 852,860 222,411 170,000 
Shareholders’ equity — Total .. 862,794 794,090 604,485 546,392 477,277 423,000 
Number of shares outstanding — Class A 30,000 30,000 30,000 30,000 30,000 30,000 
(CLS enococenerceccorreommroonnen 26,000 26,000 20,000 20,000 20,000 20,000 
Equity per share — 28.76 26.47 20.15 18.21 15.91 14.10 
Common .... — _ _ — —_ —_ 
Net Profit per share — Class A 1.72 6.07 1.93 2.30 1.85 53 
Common . — _— — _— — — 
Dividends paid per share — Class A 1.00 -75 _— — — = 
Common .... _— — — — _ = 
Dividend Arrears — Class A... 23.25 22.25 21.00 19.00 17.00 15.00 
Cash Flow (net income plus depreciation) 171,408 281,891 157,162 164,003 119,157 66,392 
Purchase of Fixed Assets ..ccscsscssssseccsssscsersssesessescssessnsesseessesssseesssnenscsnssssecee 74,606 229,139 46,323 233,418 174,304 102,192 
% of Cash flow to total Shareholders’ Equity .......sssssessesssssssssessssesessessesess 19.9% 35.5% 26.0% 80.0% 25.7% 15.7% 
Fixed Assets 631,786 678,486 555,579 608,325 471,293 364,473 
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